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This paper revisits Indonesia’s sources of economic growth using the Growth Accounting 
Framework  with  education  adjusted  employment  for  period  1971-2007.    The  study 
estimates  contribution  of  growth  in  capital  stock,  human  capital  and  Total  Factor 
Productivity (TFP) during the period before and after the crisis. TFP played positive but 
minor role in Indonesia’s economic growth before the crisis. Growth in capital stock had 
been the main driver, attributing between 50-70% of growth. Growth in human capital 
accounted for another 30%.  The pattern of sources of growth has changed substantially 
post crisis. TFP growth has played a more significant role, whereas capital stock growth 
has been increasing but at a meager pace. Human capital has consistently contributed 
about  30%  to  the  overall  growth.    The  roles  of  capital  stock  growth,  human  capital 
growth and TFP have been on a more equal footing after post-crisis. If this trend persists, 
it will have profound implication on the driver of Indonesian economy’s growth in the 
future and its trajectory projection towards 2030. 
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Revisiting Indonesia’s Sources of Economic Growth and Its 
Projection Towards 2030 
 
 
1.  Introduction 
 
Indonesia’s economic development experience has drawn the attention of many studies 
(Hill, 1999 and Soesastro, et. al, 2005). The studies have focused on factors contributing 
to Indonesia’s economic development from several aspects most notably economic 
policies, institutional, social and political development of the country over the years. 
There has been various multi country studies in which Indonesia is sample that looks at 
sources of long term economic growth of a country (Van der Eng, 2006). The 
methodology used is the standard Growth Accounting framework in which Total Factor 
Productivity (TFP) is delineated from the model to account for its contribution to a 
country’s economic growth. The results of the empirical estimation show the contribution 
of capital, labor as factors of production and TFP to economic growth. The Growth 
Accounting framework is often used in the literature not only to assess a country’s past 
economic performance, but also to project it into the future.
2 
 
In the case of Indonesia, recent attempts by Sigit (2004) and Van der Eng (2006) have 
gone further into systematically trying to explain the “proximate” sources of Indonesia’s 
long term economic growth. Both authors have accommodated the significant problems 
related to data availability, accuracy and consistency of the various variables used in the 
TFP growth estimation. Sigit’s finding suggests that Indonesia’s TFP growth was 
negative during 1980-2000 and the sources of economic growth were largely explained 
by capital accumulation and to a lesser extent by human capital growth. The study by 
Van der Eng extends further earlier results from Sigit with several modifications and 
provides estimates of sources of Indonesia’s economic growth for the period 1971-2005. 
His results suggest slight contribution of TFP growth during the period 1971-1997, and 
significant contribution after the recovery period that starts in 2000. The study also 
projects Indonesia’s economic growth into 2030 by employing assumptions on likely 
scenario of TFP growth and other components of the Growth Accounting model. 
 
This paper attempts to project Indonesia’s economic growth towards 2030 in the spirit of 
previous studies done for Indonesia as mentioned above. The purpose of this paper is on 
delineating the most likely trajectory of Indonesia’s growth towards 2030 and its policy 
implication. After introduction, this paper outlines the methodology, data and sources of 
data being used. The coverage of this study is 1971 until the most recent data available, 
2007 and projections for 2008 up to 2030. The study breaks down the period into: 1971-
1985 (Early period of systematic economic development); 1986-1997 (Deregulation of 
the economy); 1998-1999 (Economic crisis); 2000-2007 (Stabilization, recovery and 
                                                 
2 Several caveats are in order in utilizing the Growth Accounting framework. The estimated TFP will be 
sensitive to the underlying parameters of the production function. It is usually assumed that the production 
function is characterized by constant returns to scale and perfect competition. This assumption needs 
further scrutiny in the case of developing countries.    3
Resumption of growth). Based on past and most recent growth experience of the 
Indonesian economy, this study outlines several scenarios on future economic growth and 
their policy implication towards 2030. 
 
 
2.  Measurement of Sources of Economic Growth 
 
Methodology: Growth Accounting Model 
 
The methodology used in this paper is the standard Growth Accounting Model that 
estimates the contribution of Total Factor Productivity (TFP) to economic growth. Gains 
in TFP are reflections of more efficient use of inputs and contribute to economic growth. 
Improvements in a country’s income and welfare are the result of growth in the use of 
factors of production (capital, labor, land, natural resources) and or more efficient use of 
existing factors of production. Measurement of TFP is important in assessing a country’s 
past and projected economic performance. 
 
The standard Growth Accounting Model for estimating TFP is through a production 
function that shows how inputs are processed to produce output. The model in equation 
(1) uses a Cobb Douglas production function with total stocks of capital (K) and human 
capital adjusted labor (H) as the two factors of production
3. The production function is 
written as: 
 




g                                                                                  (Equation 1) 
 
Where: A is TFP, g measures the extent of returns to scale of the economy, and a 
measures the importance of capital in output.  If  g =1, there are constant returns to scale 
in the economy; if g > 1, increasing returns to scale and g < 1, decreasing returns to scale.  
 
Differentiating equation (1) with respect to time yields equation (2): 
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Dividing both sides by Yt (Output) and replacing marginal productivity of K and L 
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K  and g
H  are the growth rates of output (GDP), TFP, capital stock 
(K), and human capital adjusted labor input (H) respectively.  
 
                                                 
3 A Cobb Douglas production function implicitly assumes the elasticity of substitution between capital and 
labor equals 1.   4
The human capital adjusted labor input is a measure of quantity (size) and quality 
(education) of the labor input. Quantity of the labor input is captured through the number 
of workers (N) which is the product of working age population (L) and the participation 
rate (P). To arrive at the quality adjusted labor or human capital (H), number of workers 
(N) is adjusted with their years of schooling (s). It is assumed that each additional years 
of schooling will raise workers’ productivity by a certain percentage. The quality 
adjusted labor or human capital can be expressed as (equation 4): 
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Data and Sources of Data 
 
Sources of data used in this study mainly come from Indonesia’s Statistical Board in its 
various publications (Table 1). GDP data for various years are obtained from BPS, 
National Account. Data on labor force is obtained from the Indonesian National Labor 
Force survey, and data on shares of labor in output for the period 1971-2002 is obtained 
from Historical National Accounts data for Indonesia, 1880-2007 (Van der Eng, 2005 and 
www.ecocomm.anu.edu.au/people/pierre.vandereng). We updated labor share in output 
for 2003-2007 based on Indonesian Input-Output Table 2003 and 2005.  
 
Data for capital stock is obtained from BPS, National Account publications. Using 
perpetual inventory method, capital stock in a given year is calculated as: K(t) = (1-
geometric depreciation rate). K(t-1) + Gross capital formation (t-1) where the geometric 
depreciation is assumed to be 4%. Labor force data is obtained from BPS, Indonesian 
National Labor Force Survey for various years. Data on education attainment per person 
is obtained from BPS, Statistic Indonesia, various years. Population projection data from 
BPS for 2000-2025 is used to interpolate population data for the year 2026-2030.  
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Table 1 
Data and Sources of Data 
 
Variable  Description  Data source 
GDP  Gross Domestic Product  BPS, National Account, 
various years 
K  Total physical capital stock  BPS, National Account, 
various years 
D K  Gross Fixed Capital Formation  BPS, National Account, 
various years 
e  Returns to education attainment per person  Assumed to be 10-11% 
based on World Bank, 2000 
s  Education attainment per person  BPS, Statistic Indonesia, 
various years 
N  Labor force  BPS, Sakernas (Indonesian 
National Labor Force 
Survey), various years 





3.  Trend and Sources of Indonesia’s Economic Growth 
 
Estimation of TFP growth and decomposition of contributions of factors of productions 
and TFP to Indonesia’s economic growth over the 1971 to 2007 period is presented in 
Table 2 and 3. Figure 1 shows fluctuation in capital stock and human capital growth, and 
Figure 2 shows GDP and TFP growth fluctuation during the period of observation. 
 
Growth in capital stock shows increasing trend from 1971 up to 1983. It has increased 
annually from about 5% (early 1970s) to more than 10% (1983). The growth rate, 
however, fell back in 1984, 1985 and 1986 to below 10%. With series of deregulation and 
liberalization of the real sector, trade and financial sector during the following years, has 
resulted in a steep increase in the growth of capital stock. On average, capital stock had 
grown by more than 10% annually since 1998/99. This trend only interrupted by the 
crisis in 1998. Capital stock only grew by a partly 3% during the crisis and it had 
recovered very slowly since then.  Although, in the past two years there has been signs of 
acceleration in the growth of capital stock reaching near 5% annually. 
 
Trend in human capital growth by nature has been much slower than capital stock. 
Human capital growth is due to growth in labor force and returns to educational 
attainment of the population. The data shows labor force growth of around 2.8% during 
the early period of 1970s and 1980s and slowly decreased to about 2.3% afterwards and 
until the year leading to the economic crisis. The labor force growth rate during those 
periods reflected the underlying growth in Indonesia’s population by age structure in 
combination by steadily increasing in education participation rates. This declining trend   6
in the labor force growth is continuing only briefly interrupted during the height of the 
economic crisis. Growth in human capital (labor force adjusted for educational 
attainment) has steadily played increasing role in contributing to Indonesia’s economic 
growth over the years. 
 
TFP growth over the observation period closely resembles fluctuations in GDP growth. 
Over half of the 1971-1985 period, TFP growth had been negative. It also experienced 
negative growth in 1987, 1989 and 1994. During the crisis and subsequent recovery 
period, it grew negatively. TFP growth started to grow strongly after 2002. This pattern 
of TFP growth concurs with the above pattern on capital stock and human capital growth.  
 
Table 2 delineates sources of Indonesia’s economic growth over several periods: 1971-
1985 (Early period of systematic economic development); 1986-1997 (Deregulation of 
the economy); 1998-1999 (Economic crisis); 2000-2007 (Stabilization, recovery and 
Resumption of growth). Table 2 also presents the results for the most recent period of 
2005-2007 when the Indonesian economy growth resumes, and the annual average for the 
whole period of observation 1971-2007.  Result of economic growth decomposition by 
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Figure 2 
Growth in GDP and TFP 
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Sources of Economic Growth 
Indonesia: 1971 – 2007 (annual average in %) 
 









1971-85  44.07%  5.72 
       
6.89   2.84  1.04  3.88  0.64 
1986-97  48.93%  7.22 
     
10.39   2.30  1.83  4.13  0.58 
1998-99  36.95%  -6.51 
       
2.78   3.10  1.72  4.82  -10.52 
2000-2007  44.54%  5.04 
       
3.66   1.66  1.13  2.78  1.90 
2005-2007  42.40%  5.84 
       
4.64   1.32  1.12  2.44  2.52 
               
1971-2007  45.36%  5.40 
       
7.10   2.42  1.35  3.77  0.29 
 
Source: Author’s calculation  
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Interesting pattern emerges from both Table 2 and 3. TFP growth has been positive on 
average throughout the observation period and its sub-periods. In the early period of 
economic development until before the economic crisis (1971-85 and 1986-97), TFP had 
been growing meagerly at around 0.5 – 0.6% annually. Its growth started to pick up post-
crisis period (2000-2007) averaging at 1.9%.  Growth of capital stock, which is heavily 
determined by growth in domestic capital formation, had seen its highest annual average 
rate during the height of the deregulation and liberation period (1986-1997). Growth in 
capital stock has been less than 5% since 2000. However, there appears to be a slight 
increase in the trend during recent years of 2005-2007. This may be due to improvement 
in the macroeconomic condition of Indonesia, and the series of economic reform that has 
been taken place recently. The fact that capital stock growth rate remains low is due to 
the substantial problems that persist hindering investment in Indonesia (World Bank, 
2008 and World Economic Forum, 2008). 
 
Despite, the still laggard growth in investment (capital stock), Table 3 shows interesting 
shift in the pattern of contributions to economic growth by source. It is true if we look at 
the whole period of 1971-2007, the main contributor to Indonesia’s economic growth has 
been growth in capital stock (investment) at more than 50%. Contribution of human 
capital growth and TFP had been in the 30% range and 5% respectively. After the crisis, 
contribution of growth in capital stock has declined to about 33% on average. Whereas, 
contribution from growth in human capital has been in the 30% range, but there has been 
a jump in role of TFP growth to around 40% of total economic growth.  
 
There are several plausible explanations to this seemingly new trend. First, economic 
crisis of 1998 has created excess capacity in the Indonesian economy. During period of 
stabilization and recovery, there had not been much investment coming in. Economic 
activity took benefit of the underutilization that was pervasive. This largely explains the 
large gain in TFP growth during the period. Inputs in terms of capital stock and human 
capital have been more efficiently used without requiring much new investment. Second, 
positive TFP growth post crisis period has been taken as an indication of Indonesian 
economy gradually shedding some of inefficiencies that have occurred (Van der Eng, 
2006). 
 
The results are supported by observation from other sources. For example, WEF survey 
on Global Competitiveness has put Indonesia in the middle range of countries in terms of 
global competitiveness (WEF, 2008). Indonesia’s ranking has improved during recent 
years. The survey shows that Indonesia’s overall rank is 51 out of 131 countries in 2007. 
Much improvements have taken place in the sub-component of: Efficiency enhancers 
(rank 37), and Innovation and sophistication of the market (rank 34). Sub-components of 
Efficiency enhancers that have improved much in recent years are in the areas of Goods 
market efficiency, Labor market efficiency. Whereas Indonesia’s Market size due to its 
population size and increases in purchasing power of its population has been a major 
source of strength in Efficiency enhancers. Indonesia’s medium and large private sectors 
Business sophistication and Innovation have contributed to the positive performance of 
Innovation and sophistication of the market. 
   9
Indonesia, however is still regarded as uncompetitive in Basic requirement component 
(rank 82). The weakness lies in sub-components: Institution (rank 63), Infrastructure 
(rank 91); Macroeconomic condition (rank 87); Health and primary education (rank 78). 
Weakness in Efficiency enhancer component lies in: Technology readiness (rank 75) and 
Higher education and training (rank 65). Macroeconomic conditions are influenced by 
internal and external economic environment. They may change over time. Other sub-
components of Basic requirement as explained above are more medium to long term in 
nature. It will takes investment and capacity building initiatives to change the outlook of 
Health and primary education, Higher education and training, Technology readiness. The 




Contributions to Economic (GDP) Growth 




Source: Author’s calculation based on Table 2. 
 
 
4.  Indonesian Economy in 2030: Trajectory of Future Economic Growth 
 
Based on most recent pattern of Indonesian economic growth and its sources, it is now 
possible to project scenarios of future long-term economic growth. Key assumptions and 
projections of the variables are presented in Table 4. Assuming that the Indonesian 
economy exhibits constant returns to scale, there are several assumptions being made. 
First, share of labor input to output is 50% on average. This is a reasonable assumption 
given the share has been in the range of 45% during 1971-2007. Share of labor given 
increasing levels of educational attainment, and growth in labor intensive investment 
activities will be in the 50% range.  Second, labor force is assumed to grow by 1.3% on 
average and returns to education attainment will be in the 11% range on an annual basis. 
The projections are based on Indonesia’s population projections (and labor force) towards 
2025 from BPS and extrapolated to get to 2030. Return to education attainment is based 
on range of 10% to 11% that has been found across countries including for Indonesia 
(Van der Eng, 2006). Third, TFP is assumed to grow at 2.1% on average based on recent 
TFP growth (2000-2007). The assumption is reasonably flexible to accommodate periods 






1971-85  100%         52%   37%  11% 
1986-97  100%  70%  29%  1% 
1998-99  100%  -15%  -46%  161% 
2000-2007  100%  32%  30%  38% 
2005-2007  100%  33%  24%  43% 
         
1971-2007  100%  58%  37%  5%   10
in which TFP growth may slow, and periods in which TFP growth may accelerate based 





Key assumptions and projected economic growth 














50%  5.0  1.3  0.11  2.1  5.8  Low  1 
50%  7.0  1.3  0.11  2.1  6.8  Medium    
50%  10.0  1.3  0.11  2.1  8.3  High    
                      
50%  5.0  1.3  0.11  2.1  5.06  Low  0.8 
50%  7.0  1.3  0.11  2.1  5.86  Medium    
50%  10.0  1.3  0.11  2.1  7.06  High    
                      
50%  5.0  1.3  0.11  2.1  6.54  Low  1.2 
50%  7.0  1.3  0.11  2.1  7.74  Medium    
50%  10.0  1.3  0.11  2.1  9.54  High    
 
Source: Author’s assumption and calculation 
 
 
Based on the above assumptions, we are now ready to simulate economic growth 
scenario for the Case of Constant Returns to Scale (Table 4). The simulation takes into 
account different rates of growth in capital stock: 5% (low), 7% (moderate), 10% (high). 
These rates are based on historical average of capital stock growth during 1971-2007 sub-
periods that represent the three possible scenarios.  Long-term economic growth 
trajectories to be expected are: 5.8% (low), 6.8% (medium) and 8.3% (high). Figure 3 
shows the projected GDP per capita toward 2030 in constant 2000 prices.  High growth 
scenario will result in GDP per capita in 2030 to be Rp 42 million in constant 2000 prices 
or about five times its level in 2007. Medium growth scenario will result in Rp 30 million 
in constant 2000 prices or about four times the 2007 level and low growth will give Rp 
24 million in constant 2000 prices or three times the 2007 level.  
 
For developing countries such as Indonesia, the likely scenario for future economic 
growth is not limited to the Constant Returns to Scale case only. It may be relevant to 
draw distinction between increases in output due to productivity improvement and scale 
economies. Or, alternatively it may be the case that productivity improves driven by the 
use of factors of production, but the economy as a whole suffers from decreasing returns 
to scale. This issue is particularly relevant at different stages of a country’s economic   11
development. There may be case for increasing returns to scale for countries at low level 
of development, or conversely at middle or upper level of development. To account for 
this possibility, different scenarios are presented in Appendix Figure A.1 for the Case of 
Decreasing Returns to Scale and Appendix Figure A.2 for the Case of Increasing Returns 




Projected GDP per Capita 
Indonesia: 2008 – 2030 (million 2000 Rupiah) 












2004 2005 2006 2007 2010 2015 2020 2025 2030
Low Medium High
 
 Source: Author’s calculation 
 
 
If the Indonesian economy experiences Increasing Returns to Scale, use of inputs will be 
much more efficient given the level of TFP. It is projected that GDP per capita in 2030 in 
the high growth scenario can reach 6 times the level of current (2007) GDP per capita. In 
the medium growth scenario about 4.5 times and the low growth scenario about 3.4 times 
the 2007 GDP per capita. The reverse occurs in the case the economy experiencing 
Decreasing Returns to Scale. In this case, despite high growth scenario, the GDP per 
Capita can reach only 4 times the level of 2007. This is about the same strength as 
medium growth in the Constant Returns to Scale scenario. The outlook is even bleaker 
for medium and low growth scenario for the case of Decreasing Returns to Scale 
economy (Figure 4).  
 
We now turn to the most reasonable scenario for Indonesia’s economic projection 
throughout the year 2030. This is the topic to be discussed in the next section.  
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5.  Concluding Remarks and Directions for the Future 
 
Which economic growth trajectory is most likely to be the future path of the Indonesian 
economy towards 2030? It is highly difficult to be precise on such a projection far into 
the future. However, possible scenarios may likely happen based on historical 
performance of the Indonesian economy over 1971-2007 in combination of recent and 
future internal and external factors that shape the economy. 
 
Historical patterns during the 1971-2007 period have shown that the Indonesian economy 
on average managed to acquire capital stock growth in the range of 7%, human capital 
growth in the order of 2.4%, TFP growth of 0.29% annually for over 35 years. However, 
this study has shown a substantial shift in the pattern of sources of economic growth post 
crisis period. TFP has played a larger role, almost at part with growth in capital stock and 
human capital. Capital stock growth has been laggard although showing an increasing 
trend in the past two years. This pattern may be due to increased efficiency in which the 
Indonesian economy uses its productive inputs, which is a good sign.  Despite the good 
sign, substantial problem however persists in the competitiveness in basic requirements 
such as in education, health, technology, infrastructure and the macro economy (WEF, 
2008). Several notable opportunities are looming such as increasing market efficiency, 
market potential in terms of market size, creativity and innovation on the business sector.  
 
It is true, in recent years the Indonesian economy as is with other economies in the world 
have increasingly influenced by external factors such as macro economic conditions, 
development in the financial sector, international and regional trade. Those conditions 
offer opportunities as well as threat. Other factors to be taken seriously are environmental 
and natural resources issues and economic decentralization.  It is not possible in this 
paper to itemize all the potentials and threats internally and externally faced by the 
Indonesia economy in the future. It is possible, however to interpret the possible 
scenarios in the various assumptions of the variables that determine growth in our model. 
 
It is realistic in the Indonesian case to have the economy operates within the Constant 
Returns to Scale framework. It is also reasonable to expect the economy to follow the 
medium case growth trajectory. This is on the assumption that the economy can grow 
without any major interruption from 2008 until 2030. If the economy faces certain 
interruption, for example in the case of impact of recent global financial crisis, we may 
expect it to transmit via several channels. First, TFP growth in near future may not be as 
high as 2.1%. Second, capital stock growth may still be lagging at less than 5% per year. 
Third, more labor force participation rate as more people are forced to work.  
 
Given the robustness of the Indonesian economy as shown by its strong macroeconomic 
indicators, and advantages in terms of Efficiency enhancers and Innovation and 
sophistication factors, it is likely that the coming economic storm will be relatively mild 
and short lived.  It is expected that the strong growth trend at the minimum of 6% per 
annum will start to resume after a brief interruption in 2009 due to the impact of the 
global financial crisis.  Despite this optimistic outlook, Indonesia’s weaknesses in factor   13
driven factors in Health and primary education, Institution and Infrastructure may be a 
hinder to the resumption of strong growth in the near future.   
 
The Indonesian economy in the medium and long-term will not be able to realize its 
growth potential as has been projected in the medium growth scenario case without 
sufficient growth in the capital stock or investment. This holds true for the case of human 
capital investment, and physical capital investment such as infrastructure.  Strong 
institution will be key in facilitating further development and growth of the Indonesian 
economy. Without sufficient institutional development, it will be difficult for Indonesia 
to grow within the Constant Returns to Scale assumption. Weak institution is a recipe for 
a country to travel along the path of Decreasing Returns to Scale, a growth path that 
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Appendix Tables  
 
Table A.1 
GDP, Capital stock, Labor force and Educational attainment 














Labor force  Human capital  
1971  3.44078E+14  3.01529E+14  2.2       45,868,320           57,155,446  
1972  3.62543E+14  3.37902E+14  2.3       47,246,900           59,464,949  
1973  3.81336E+14  3.92117E+14  2.3       48,541,400           61,094,207  
1974  4.01753E+14  4.02623E+14  2.4       49,986,750           63,545,613  
1975  4.22138E+14  4.03132E+14  2.4       51,311,940           65,230,260  
1976  4.43546E+14  4.40898E+14  2.5       52,866,150           67,881,480  
1977  4.70608E+14  4.74478E+14  2.6       54,247,550           70,355,280  
1978  5.04533E+14  4.9822E+14  2.7       55,744,140           73,022,842  
1979  5.39045E+14  5.23661E+14  2.8       57,087,880           75,534,676  
1980  5.83596E+14  5.69993E+14  2.9       58,579,680           78,287,495  
1981  6.3206E+14  6.03877E+14  3       60,370,690           81,491,908  
1982  6.88979E+14  5.82523E+14  3.2       62,314,820           85,815,469  
1983  7.63485E+14  6.01351E+14  3.3       64,119,870           89,188,696  
1984  8.23988E+14  6.43954E+14  3.4       66,111,160           92,882,715  
1985  8.87735E+14  6.61993E+14  3.6       67,986,020           97,446,362  
1986  9.59595E+14  7.02617E+14  3.7       69,892,340         101,185,560  
1987  1.03629E+15  7.39212E+14  3.9       71,989,540         106,327,168  
1988  1.12562E+15  7.83522E+14  4       73,957,450         110,331.,550  
1989  1.23275E+15  8.55043E+14  4.2       76,152,550         120,872,777  
1990  1.37204E+15  9.32355E+14  4.3       77,803,000         124,858,362  
1991  1.53435E+15  9.80988E+14  4.4       78,455,000         127,297,289  
1992  1.69933E+15  1.08831E+15  4.5       80,704,000         132,394,770  
1993  1.87546E+15  1.16633E+15  4.7       81,456,000         136,600,826  
1994  2.08463E+15  1.25502E+15  4.8       85,776,000         145,436,454  
1995  2.33308E+15  1.35657E+15  5       86,361,000         149,685,464  
1996  2.61299E+15  1.45962E+15  5.1       87,827,126         153,910,368  
1997  2.90399E+15  1.52551E+15  5.2       89,230,978         158,100,083  
1998  3.01135E+15  1.32137E+15  5.4       92,337,801         167,243,963  
1999  3.0672E+15  1.32603E+15  5.5       94,847,178         173,689,104  
2000  3.1492E+15  1.38977E+15  5.7       95,651,290         179,057,894  
2001  3.24183E+15  1.44041E+15  5.8       98,812,448         187,021,501  
2002  3.34073E+15  1.50522E+15  5.9     100,779,270         192,853,856  
2003  3.43453E+15  1.57717E+15  6     102,630,802         198,569,289    17
2004  3.56709E+15  1.65652E+15  6     103,973,387         201,166,912  
2005  3.72943E+15  1.75082E+15  6.1     105,857,653         207,077,951  
2006  3.89307E+15  1.84729E+15  6.2     106,388,935         210,419,168  
2007  4.08664E+15  1.96397E+15  6.3     108,131,058         216,230,289  
 





Share of Capital and Labor in Output 
Indonesia: 1971 - 2007 
 
 Year 
Share of labor in 
output (1-a) 
Share of Capital in 
output (a) 
1971   45.00%  55.00% 
1972   51.70%  48.30% 
1973   46.70%  53.30% 
1974   37.30%  62.70% 
1975   39.30%  60.70% 
1976   46.90%  53.10% 
1977   50.70%  49.30% 
1978   54.10%  45.90% 
1979   47.50%  52.50% 
1980   38.20%  61.80% 
1981   38.20%  61.80% 
1982   42.50%  57.50% 
1983   38.90%  61.10% 
1984   39.70%  60.30% 
1985   44.40%  55.60% 
1986   52.40%  47.60% 
1987   51.00%  49.00% 
1988   52.80%  47.20% 
1989   48.70%  51.30% 
1990   47.00%  53.00% 
1991   47.50%  52.50% 
1992   49.60%  50.40% 
1993   49.10%  50.90% 
1994   52.50%  47.50% 
1995   51.30%  48.70% 
1996   45.10%  54.90% 
1997   40.10%  59.90% 
1998   28.40%  71.60% 
1999   45.50%  54.50%   18
2000  46.90%  53.10% 
2001  46.90%  53.10% 
2002  46.90%  53.10% 
2003  44.20%  55.80% 
2004  44.20%  55.80% 
2005  42.40%  57.60% 
2006  42.40%  57.60% 
2007  42.40%  57.60% 
 





Growth in GDP, Capital stock, Human capital and TFP (%) 
Indonesia: 1971 – 2007 
 
Year  GDP growth 
a
  Capital stock growth 
b
  Human capital growth 
c
  TFP growth 
d
 
1971  3.40  5.13  3.73  -0.89 
1972  12.06  5.37  4.04  7.49 
1973  16.04  5.18  2.74  12.33 
1974  2.68  5.35  4.01  -1.87 
1975  0.13  5.07  2.65  -3.49 
1976  9.37  5.07  4.06  4.90 
1977  7.62  6.10  3.64  2.99 
1978  5.00  7.21  3.79  -0.15 
1979  5.11  6.84  3.44  0.31 
1980  8.85  8.26  3.64  3.36 
1981  5.94  8.30  4.09  0.17 
1982  -3.54  9.01  5.31  -10.32 
1983  3.23  10.81  3.93  -3.45 
1984  7.08  7.92  4.14  1.43 
1985  2.80  7.74  4.91  -3.24 
1986  6.14  8.09  3.84  0.60 
1987  5.21  7.99  5.08  -1.04 
1988  5.99  8.62  3.77  0.29 
1989  9.13  9.52  9.55  -0.41 
1990  9.04  11.30  3.30  2.54 
1991  5.22  11.83  1.95  -0.69 
1992  10.94  10.75  4.00  4.24 
1993  7.17  10.36  3.18  1.12 
1994  7.60  11.15  6.47  -0.74 
1995  8.09  11.92  2.92  1.57   19
1996  7.60  12.00  2.82  1.10 
1997  4.51  11.14  2.72  -1.57 
1998  -13.38  3.70  5.78  -18.33 
1999  0.35  1.85  3.85  -2.70 
2000  4.81  2.67  3.09  1.88 
2001  3.64  2.94  4.45  -0.20 
2002  4.50  3.05  3.12  1.41 
2003  4.78  2.81  2.96  1.88 
2004  5.03  3.86  1.31  2.70 
2005  5.69  4.55  2.94  2.11 
2006  5.51  4.39  1.61  2.79 
2007  6.32  4.97  2.76  2.67 
 
Source:   a, b, c  Calculated from Table A.1. of this paper 
 
  d.  Author’s calculation 
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Table A.4 
Projected Indonesia’s GDP per Capita 
2008 – 2030 (million 2000 Rupiah) 
Constant Returns to Scale (g=1) 
   2004  2005  2006  2007  2010  2015  2020  2025  2030 
GDP 
Growth 
Low  7,657,670  7,986,399  8,316,344  8,370,049 









24,639,533   5.80% 










30,591,511   6.80% 










42,161,556   8.30% 
Decreasing Returns to Scale (g=0.8) 
   2004  2005  2006  2007  2010  2015  2020  2025  2030 
GDP 
Growth 
Low  7,657,670  7,986,399  8,316,344  8,370,049 









20,966,322   5.06% 
Medium  7,657,670  7,986,399  8.316,344  8,370,049 









24,962,932   5.86% 










32,351,068   7.06% 
Increasing Returns to Scale (g=1.2) 
   2004  2005  2006  2007  2010  2015  2020  2025  2030 
GDP 
Growth 










28,923,713   6.54% 










37,422,471   7.74% 










54,781,644   9.54% 
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Figure A.1 
Projected GDP per Capita 
Indonesia: 2008 – 2030 (million 2000 Rupiah) 
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Projected GDP per Capita 
Indonesia: 2008 – 2030 (million 2000 Rupiah) 
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 Source: Author’s calculation 